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Terminology Department
Conducted

by the Special Committee on Terminology of the
American Institute of Accountants

The special committee on terminology of the American Institute of Ac
countants is now engaged in finally revising for publication the definitions which
it has already published and in adding words which have been omitted. The
following additions for the letters “A” and “B” are submitted:
ACCEPTANCE—BANKERS’:
A bill of exchange of which the acceptor is a bank or trust company, or a
person, firm or corporation engaged in the business of granting bankers’ ac
ceptance credits.

ACCEPTANCE—CLEA N:
Synonymous with general acceptance.
ACCEPTANCE—GENERA L:
A term used to imply that no limiting words are added.

ACCEPTANCE—IMPLIED:
A term meaning that the undertaking to pay the bill is inferred from acts
which fairly warrant such an inference.
ACCEPTANCE—NON:
Non-acceptance is the refusal of a drawee to accept a bill. The bill is at
once dishonored and should be protested.
ACCEPTANCE—PAROL:
A verbal promise to pay for which there must be sufficient consideration.
The uniform negotiable-instruments act in force in nearly all states requires a
written acceptance.

ACCEPTANCE—PARTIAL:
An acceptance varying from the original tenor of the bill, one for a smaller
sum than that for which the bill was originally drawn, or one providing for
some variation in the time, mode or place of payment.

ACCEPTANCE—QUALIFIED:
Similar to a partial acceptance except that it may also be conditional, i. e., an
undertaking to pay upon a contingency.
ACCOUNT—CURRENT:
An open or running account not balanced or stated.

ACCOUNT STATED:
One accepted as correct by the persons liable thereon.
ACCOUNTABILITIES:
Items to be accounted for. The term is used principally with reference to
fund accounts, e. g., a trustee is responsible for the funds coming into his pos
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session and at the expiration of his trusteeship he must account for the disposi
tion of each item. Accountability differs from liability in that the former
implies responsibility for the safeguarding of moneys belonging to others while
the latter is a direct obligation of the custodian of a fund to its creditors.
ADVENTURE:
An undertaking entered into for profit; usually one implying a degree of
hazard or a speculation.
ADVENTURE—JOINT:
An agreement by two or more parties to engage for their joint profit in a
particular transaction, usually in the form of a consignment or shipment of
goods. The liability of the parties is limited to the transaction in question.

ASSETS—HYPOTHECATED:
Assets which have been pledged as security for a debt. Frequently accounts
receivable are pledged, or hypothecated, as security for notes or loans payable.
The extent of the hypothecation should be shown in the balance-sheet.
ASSETS—PLEDGED:
In law a pledge differs from a hypothecation in that in the case of a pledge
the thing pledged is delivered by the debtor to the creditor, while in the case
of a hypothecation there is no delivery. In accounting the two terms, as
applied to assets, are synonymous.
ASSETS—SUNDRY:
Assets which can not readily be described by more specific names.
is a poor one and should be avoided when possible.
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BALANCE—SECTIONAL:
Some corporations keep their accounts in such a manner that sections of the
accounts may be balanced independently, being governed by controlling
accounts in a general ledger. Thus, a banker may have independently bal
anced ledgers for securities owned; customers’ accounts A to F, G to M, N
to Z; syndicate accounts, etc. These partial balances are sectional balances.
BLOTTER— CLEARING-HOUSE:
At the end of each day’s business on the stock exchange a statement of
each broker’s transactions is made in blotter form. The broker, instead of
paying or receiving for each transaction, pays or receives only the net result
of all transactions, the payments being made to the clearing house, and, of
course, exactly sufficing for the clearing house to pay those brokers whose sales
have exceeded their purchases.
The committee has been requested to comment upon conditions described
as follows:
It appears that in the case of an eleemosynary institution which has received
various restricted endowments, the sums so received are described differently
in successive balance-sheets prepared by different accountants.
In one year they appear among the assets as “fund investments” and
“fund securities” and on the liability side as “funds.”
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In a following year they appear under the same names on the asset side but
on the liability side are styled “fund reserves.”
In the next year’s report they appear among the assets as “ permanent fund
securities” and on the liability side as “funds capital.”
We have no information as to the source from which these “funds” arose,
but we assume that each one was a gift or bequest, the principal and/or income
of which was to be used in a specified way or for some specific purpose, and our
remarks are based on this assumption.
Such a gift or bequest is in the nature of a trust and it appears to the com
mittee that the term “trust” on the liability side describes the purpose more
accurately than any other. If for any reason there are objections to this
description, it is believed that the form used in the last of the three quota
tions above, i. e. “fund capital,” is appropriate.
The views of the committee regarding the word “fund,” as set forth clearly
in the issue of the Journal for September, 1928, remain unchanged and it
welcomes this opportunity of urging that the word be used solely to describe
cash or investments.
There is no doubt that in such cases as the one under consideration it is
obligatory to show these amounts on the credit side of a balance-sheet: either
there is a well defined liability on the part of the institution to use such moneys
for specified purposes, or they are part of the general capital.
In practice we have found trustees who laughed at the idea of showing such
restricted gifts or bequests as liabilities, but with all respect to those gentlemen
such objections can have no foundation but that of ignorance, crass and pro
found.
In some cases the use of the word “trust ” is not applicable, for many institu
tions have “funds” voluntarily established by their managements by grants
from ordinary receipts. These could well be called “capital” but hardly
“trusts.”
In some states there is a legal objection to the use of the word “trust,” as
that word is retained to describe a legal trust which has been set up and is
subject to supervision by a court.
The committee hopes it has clearly described its position, for the subject is of
importance for at least two reasons: first, because of the loose manner in which
the term “fund” has been so often used and, second, because the accounts of
eleemosynary bodies should receive more careful treatment and be more
accurately stated than has been the case frequently in the past.
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